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A strong tradition among macroeconomist has been to study the short-run 
volatility and long-run growth as two separate phenomena. However, increasingly 
important literature suggests that there is relationship between volatility and growth. 
The relationship has significant policy implications, which, moreover, depend on the 
sign of the relationship. Because the relationship may depend on country 
characteristics, such as institution environment, it is important to study it aiming at 
concrete country. Presently, there is a major ignorance in the literature of the link 
between volatility and growth in China, this dissertation try to contribute to this area. 
The objective of this paper is to provide empirical evidence on the effect of 
volatility on growth in transitional period of China. In order to help understand the 
relationship and put into context the empirical results, this paper at first reviews the 
theoretical and empirical literature examining the effect of volatility on growth. Also, 
the various meanings and measures of volatility have been discussed and the 
nonlinear effect of volatility on growth due to the different institution environment has 
been analyzed. Then, the effects of China’s market-oriented reform and openness to 
the outside on growth and volatility have been analyzed, and a variety of stylized  
facts about the changes in the dynamics of growth and volatility over time and across 
regions have been provided. At last, using panel data for Chinese provinces and 
appropriate econometric methods, this paper conduct a more formal analysis of the 
effect of volatility on growth, including an examining how evolutions of 
marketization and openness may have affected this relationship. Also, Several 
possible interpretations for empirical results have been provided. Based on these 
interpretations, this paper explores some channels that guide the relationship between 
Chinese volatility and growth. 
The main empirical result of this paper is that marketization significantly weaken 
the negative effect of volatility on growth, the association between volatility and 
growth depends on the extents of marketization. In provinces of more marketization, 
the relationship appears to be positive, whereas in less marketization ones, it is 
negative. The robustness of these results has been tested. Further empirical study 
indicates that non-state-owned investment may be the important channels through 
which China’s volatility affects growth. Moreover, the study suggests that there is no 
significant relation between volatility and productivity. 
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图 1—1  增长和波动（简单相关：1960-2000） 
 
 
注：图 1—1 为 1960-2000 年经济波动和经济增长简单相关图，其中 a 为所有 79 个国家样本，b 为其中
21 个低收入国家样本，c 为其中的 34 个中等收入国家样本，d 为其中 22 个高收入国家样本。经济波动用
1960-2000 年年度人均 GDP 增长率的标准差表示，经济增长用 1960-2000 年人均 GDP 平均增长率表示。 
资料来源：Loayza, N., Hnatkovska, V., (2004). Volatility and Growth [R]. World Bank Policy Research 
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